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Dear Sir or Madam:

We have considered your spplication for recognition of exsmption from Fedsral
income tax under section 501(0)(04) of the Intarnal Revenue Code.

You incorporated under the Non-Profit Corporation Act on *
Your purpose as originally s indicated would operate an annmial au

mobile street race for benefit of various area charities and any and
all related purposes.

You provided Restated Articles of Incorporation which state in part “.... Cor-
poration is organized to provido communit tance for the operation of an
annual automobile street race in " There is no evidence these
Restated Articles were filed with

Your activities were described as follows:

“The Corpora at to bring an automobile race or automobile
races to the s area. The corporation will provide volunteers
and commmi or conduct of any race. The organisation i3

currently soliciting members. the prisary purpose of the corporation is to

assure & t and by so doing, bring publicity and business to
the City of .

The racing event you plan to spousor is for professional drivers. Your source
of funds will be from meabership fees ani sponsorships. Your expected annual
sxpenditures aro ted bewteen SN anl for each of the three
s budgeted. largest iteas are Emtg and ﬁiﬂl materials and
. The dses are paid to either the or

. . Bach of yeur members is red to
of those entities. requl Join one




Section 801(c)(4) of the Intoml Revenue Code provides sxsmption for:

“Civic Leagues or organizations not organized for profit but operated
exoluasively for the promotion of sccial welfare...”

Section 1.501(c)(4)-1(a)(2)(1) of the Income Tax Regulations provides that:

“An organization is operated exclusively for the promotion of social
welfare if it is primarily engaged in promoting in some way the common good
and general welfare of the people of the community. An organiszation
enbraced within this section is one which is operated primarily for *he
purpose of bringing about civic hetterment and social improvements.”

Rev. Rul. 74-298, 1974-1 C.B. 133 indicates a nonprofit organiszation, whose
mewbership is limited to local residents, and whose sole activity is sponsoring
an annual professional golf tournsment for which it leases a golf ocourse and
charges admission, is not operated primarily for the promotion of social welfare
and does not qualify for exemption under section 501(c)(4) of the Code.

You resemble that organizatica in that you also sponsor a professional sporting
event that is normally operated for-profit. The fact that you cnly promote the
event rather than actually run the event itself does nct distinguish you froms
that suling. Rurthering an sotivity that does not qualify for exemption is
grovnds for denial as is carrying on the actual activity iteelf.

Accordingly, you are similar to the organization described in Rev. Rul. 74-208
and, i1ike that organization, do not qualify for exeaption under sectjon
801(c)(4) of the Code and should file Foras 1120.

17 you do ndt agree with these oonolusions, you may, within 30 days from tho
date of this letter, file in duplicate a brief of the facts, law, .nd argment
that olearly sets for.h yiur position. If you desire an oral discussion of the

iesue, please indicate this in your protest. The enclosed Publication 892 gives
instructions for filiyig a protest.



I1f we do not hear froz you within 30 days, this letter will te our determination
in the matter. '

If you agree with these conclusions or do not v.ish to file a written protest,

please sign and return Form 6018 in the enclosed self-addressed envelope as soon
as possible.

If you have any further questions, please contact the person whose name nnd
telephone numbsr are shown in the beginning of thia letter.

Sincerely,

District Director

Enclosurea:
Form 6018
Publication 892





